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U S ACUSES GHAI RVAN OF TWD HEDGE FUNDS
WTH SEQR TI ES FRAUD, RELATED CHARGES

DAVID N. KELLEY, the United States Attorney for the
Southern District of New York, announced the unsealing of a
crimnal Indictrment in Manhattan federal court today, charging
VI NCENT MONTAGNA, the chairman of two hedge funds, Tiburon Asset
Managenent and Ti buron Partners, with securities fraud,
i nvestment adviser fraud and wire fraud in connection with his
participation in a scheme to defraud investors in the hedge
funds.

According to the Indictnment, MONTAGNA managed t he
i nvest ment deci sions for Tiburon Asset Managenent, a New Yor k-
based hedge fund, and Ti buron Partners, an offshore hedge fund.
Bot h of these conpanies purported to be hedge funds. Quantus
Hol di ng Conpany and Ti buron Managenent, conpanies that also were
controll ed by MONTAGNA, purported to manage the investnents of
Ti buron Asset Managenent and Ti buron Partners, respectively. The
I ndi ct ment charges MONTAGNA with m susing the funds that persons
invested in Tiburon Asset Managenent and Ti buron Partners (“the
Ti buron Funds.”)

Specifically, according to the Indictnment, between



January 2000 and February 2004, MONTAGNA schened to defraud

i nvestors and prospective investors in the Tiburon Funds in at

| east three different ways. First, MONTAGNA overstated the val ue
of the assets in, as well as the performance of, the investnent
portfolios of the Tiburon Funds. These overstatenents all owed
MONTAGNA to attract new investors to the Tiburon Funds as well as
to retain existing investors. The overstatenents al so all owed
MONTAGNA (t hrough conpanies that he controlled) to accrue and

W t hdraw nore managenent and advisory fees fromthe hedge funds
than those to which he was entitl ed.

Second, according to the Indictnent, MONTAGNA converted
assets held by each of the Tiburon Conpanies to his own use.
MONTAGNA transferred Ti buron assets to Quantus Hol di ng Conpany,
where they were used to pay for Montagna s personal expenses,
including credit card bills, travel expenses, the cost of a mnk
j acket, and car paynments. MONTAGNA al so caused Ti buron investors
to pay, on at |east two occasions, his personal incone taxes.
MONTAGNA al so transferred ownership of property held by Tiburon
Asset Managenent to a conpany nominally controlled by his wfe.

I n addition, MONTAGNA inproperly redirected to hinself or to his
wi fe nonies that were paid to him as manager of the Tiburon
Funds for the benefit of those conpani es.

Third, according to the Indictnent, MONTAGNA caused
busi ness entities in which the Tiburon Funds invested noney to
provide himw th side benefits, which he did not disclose to

i nvestors and prospective investors in the Tiburon Funds. For



i nstance, MONTAGNA al | egedly convinced several conpanies in which
t he Ti buron Funds had invested noney to issue stock or stock
options to himor his wwfe for little or no additional
consideration. He also convinced other recipients of Tiburon
funds to pay for his personal expenses, including car paynments
and credit card bills. MONTAGNA al so convinced at |east one

reci pient of Tiburon funds to enter into a “consulting
arrangenent” that paid tens of thousands of dollars to Quantus,
whi ch noney he then m sappropriated, it was charged.

MONTAGNA is charged with 2 counts of securities fraud,
2 counts of investnent adviser fraud and 5 counts of wre fraud.

| f convicted of the charges in the Indictnent MONTAGNA
faces a maxi mum of 10 years in prison on each of the securities
fraud counts, 5 years in prison on each of the investnent adviser
fraud counts and 10 years in prison on each of the wire fraud
counts. In addition, MONTAGNA faces a fine on each count of
$250, 000 or twice the gross gain or |oss caused by his crines.

In a related matter, the SEC today announced the filing
of a civil conplaint in the Manhattan federal court, charging
MONTAGNA wi th securities fraud and investnment adviser fraud.

MONTAGNA, 32, resides in Doyl estown, Pennsylvani a.

M. KELLEY, a nenber of the President’s Corporate Fraud
Task Force, praised the efforts of the United States Postal
| nspection Service, and thanked the Securities and Exchange
Comm ssion for its assistance in the investigation of this case.

He said the investigation is continuing.



Assi stant United States Attorney MARCIA | SAACSON is in
charge of the prosecution.

The charges contained in the Indictnment are nerely
accusations, and the defendant is presunmed i nnocent unless and
until proven guilty.
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